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Prosecutions
Stolen Checks

Indictments were returned
against Tommie Lee Harper,
Sadie Tillman and April John-
son, residents of the Atlanta
area, charging them with con-
spiracy to defraud the Govern-
ment and forgery of U.S. Trea-
sury checks. Harper alegedly
received U.S. Treasury checks
stolen from the Defense Finance
and Accounting Service (DFAYS),
Bolling Air Force Base, Wash-
ington, DC, and from the Library
of Congress, Washington, DC.
It is believed an organized Nige-
rian gang was the source of the
stolen checks and funneled them
to Harper. Tillman and Johnson
allegedly assisted Harper in ne-
gotiating the stolen checks, using

fraudulent identification that in-
cluded amilitary identification
card. Approximately 97 checks,
amounting to over $174,000,
were cashed at several financial
institutions and commercial
check cashing establishmentsin
the Atlanta area between Decem-
ber 1994 and April 1996. Spe-
cia Agent Ricky Burrell, Jack-
sonville Post of Duty (POD), is
conducting the investigation
with the U.S. Secret Service.
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False Billings

A 26-count indictment was re-
turned against Coast Scientific,
Incorporated (CSl), San Diego,
CA; Saeid Shahri, owner, CSl;
and Priscilla Galleres Bray, an
employee of the Scripps Re-
search Institute (Scripps), La
Jolla, CA. Theindictment
charges CSl, Shahri and Bray
with mail fraud and conspiracy
to commit mail fraud against
Scripps, ascientific research fa-
cility funded, in part, by grants
fromthe DoD. Aninvestigation

disclosed that Shahri allegedly
conspired with Bray to fraudu-
lently bill Scripps for medical
supplies that were never deliv-
ered. Bray used her position to
provide Shahri with fictitious
purchase orders. Shahri then
submitted invoices to Scripps
based on these fraudulent orders.
Bray confirmed receipt to the
Scripps Accounting Department
and in return she received a por-
tion of the more than $170,000
Shahri obtained from Scripps.
Specia Agent Gregory Hedtke,
San Diego Resident Agency
(RA), is conducting the investi-
gation with the Federal Bureau
of Investigation (FBI).

Used Aircraft Parts
Indictments were returned

against Garnett Hodgson, owner,
Oro Valves, Incorporated,
Azusa, CA; Jim Larios, shop
foreperson, Oro Valves; and the
now-defunct Oro Vaves. Hodg-
son and Larios were charged
with conspiracy to submit false
claims, Hodgson and Oro valves
were charged with submission of
false claims, and Hodgson was
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charged with theft of Govern-
ment property. While perform-
ing on Government contracts to
overhaul, repair and modify mili-
tary aircraft components, Oro
Valvesfalsely represented to the
Government that work was done
to set specifications and submit-
ted false claims for payment.
Hodgson and Oro Valves al-
legedly had internal components-
-air pressure regulator valves and
hydraulic accumulators--
removed from the Government-
owned aircraft parts and replaced
them with older, used interna
components. The Government
components were then installed
in other aircraft parts Oro Valves
was selling to the commercial
airlines and foreign govern-
ments. The air pressure regula-
tor valvesregulate aircrat cabin
pressure and are used in the Air
Force F-5 fighter and T-38 train-
ing aircraft. The hydraulic accu-
mulators store and use pressur-
ized hydraulic fluid needed to
control and land the aircraft.
They areused in U.S. Army heli-
copters such as the UH-60
Blackhawk, SH-60 Seahawk and
H-53 Stallion. Special Agent
Julio DeGuzman, Van Nuys RA,
is conducting the investigation
with the FBI, the U.S. Customs
Service (USCS), the Department
of Transportation, the U.S. Army
Criminal Investigation Com-
mand (USACIDC) and the Naval
Criminal Investigative Service
(NCIS).

Reimbursement

A five-count indictment was
returned against John Vasper,
former director of the Armed
Services Young Men's Christian
Association (ASYMCA), Hon-
olulu, HI, charging him with
theft from the ASYMCA, afed-
erally funded program. Vasper
allegedly created false receipts to
be reimbursed for purchasing
books and postage on DoD con-
tracts being administered by the
ASYMCA. A review of the con-
tracts determined the require-
ment for the purchase of books
and postage was either nonexis-
tent or minimal at best. From
1987 to 1997 Vasper received
$747,000 in reimbursements.
Special Agent Lynne Lowe,
Hawaii POD, is conducting the
investigation with the FBI, the
NCIS and the U.S. Postal Inspec-
tion Service.

Income Tax Fraud
Byron E. Abbott, Jr., former
vice president and shareholder,
ACS Systems and Engineering,
Incorporated (ACS), Virginia
Beach, VA, pled guilty to one
count of filing afalse Federal in-

come tax return. In August
1993, Abbott, with the concur-
rence of another ACS corporate
officer, set up acorporate ac-
count at a bank using his home
address. Company statements
and cancelled checks were sub-
sequently sent to that location
and the account was not reflected
on corporate records. Corporate
receipts totalling $57,535, to in-
clude corporate loan proceeds
and DoD contract proceeds from
computer repair and maintenance
contracts with the Navy, were
deposited into the account. Ab-
bott then disbursed the funds to
himself and the other corporate
official. Abbott understated his
income by about $24,150 on his
1993 tax return. Specia Agent
Steven Simpson, Norfolk RA,
conducted the investigation with
the NCIS and the Internal Rev-
enue Service (IRS), with assis-
tance from the Defense Contract
Audit Agency.

Environmental Crime

Stephen J. Schrang, former
president and majority share-
holder of Neese Coated Fabrics,
Incorporated (Neese), St. Louis,
MO, pled guilty to two counts
each of submitting false state-
ments to the Government and of
improperly generating, transport-
ing, treating, storing or disposing
of hazardous waste. Schrang,
who fled the United States to
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avoid prosecution, was returned
to the United States in August
1997. Aninvestigation deter-
mined Neese delivered more
than 40,000 pieces of defective
fabric for the manufacture of
tents, valued at over $2 million,
and submitted false fabric test
certifications to the DoD. The
fabric, which required chemical
treatment, resulted in Neese
knowingly storing and abandon-
ing ignitable hazardous wastes in
the Neese production facility.
The Environmental Protection
Agency Super Fund Program
eventually funded the removal of
the waste. Specia Agent John
L ake conducted the investigation
with the U.S. Marshals Service.
Product Substitution
Steven Karlik, Jr., former pres-
ident, Discrete Products Divi-
sion, Philips Components
(Philips), West Palm Beach, FL,
pled guilty to conspiring to de-
fraud the DoD. Karlik conspired
to supply nonconforming Quali-
fied Products List (QPL) capaci-
tors to the Defense Electronics
Supply Center (DESC) and DoD
contractors. To remain on the
QPL, military specifications re-
quire that various tests be con-
ducted on the parts and any test
failures be reported to DESC.
Karlik and others caused Philips
employees to change and falsify
test data to conceal the fact that
failures occurred. Special Agent
Anthony Hagemeyer, Orlando
RA, conducted the investigation
with the FBI.

Kickbacks

Dennis R. Jenkins, former se-
nior planning engineer, Thiokol
Corporation (Thiokol), Brigham
City, UT, aDoD contractor, pled
guilty to one count of receiving
kickbacks. Jenkins accepted
cash and other gratuities from
William R. Pilkey and Caiam
Coatings (a Thiokol subcontrac-
tor) in return for Jenkins facili-
tating a contract modification fa-
vorable to Caiam Coatings.
Pilkey subsequently submitted
false and inflated invoices under
the modification in conjunction
with a maintenance contract val-
ued at $700,000. Special Agent
Donald Spatig, Salt Lake City
RA, conducted the investigation
jointly with the National Aero-
nautics and Space Administra
tion and the Air Force Office of
Special Investigations (AFOSI).

Kickbacks

Milton Eugene Beresford,
Farmingdale, NY, pled guilty to
one count each of illegal receipt
of kickbacks and income tax
evasion. Beresford, a purchasing
agent of raw materials for Isragl
Aircraft Industries International
(IAIl), New York, NY, illegally
received kickbacks from Royce
Aerospace Materials Corporation
(Royce), Farmingdale, NY .
Royce, aformer DoD subcon-
tractor, supplied raw materials
such as aluminum and titanium.

Between 1991 and 1994, Beres-
ford received approximately
$57,000 in cash kickbacks from
Royce. Inreturn, Beresford pro-
vided Royce with bidding infor-
mation that enabled Royce to be
the lowest bidder on subcon-
tracts awarded by 1All. Beres
ford failed to report this addi-
tional income on his tax returns.
Special Agent Stephanie Jim-
roglou, New York RA, con-
ducted the investigation jointly
with the IRS.
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Scheme to Defraud

The following were convicted
of conspiring to defraud the
United States: Thomas S.
Rhoades, Colorado, Springs,
CO; Steven L. Schluneger,
Scottsdale, AZ; T. Robert
Hughes, Fort Collins, CO;
ARCO Business Services, LTD;
and ARCO Properties, LTD.
Rhoades and Schluneger were
personal suretieson aU.S. Army
Corps of Engineers (USACE)
contract to sandblast and paint
the gates of locks and dams on
the Arkansas River in Okla-
homa. The contractor defaulted
with $1,642,739.81 in funds re-
maining on the contract.
Rhoades and Schluneger signed
atakeover agreement to com-
plete the work. Through
Hughes, an attorney and trustee
of the ARCO entities, they sub-
contracted the work for $1.2 mil-
lion to Skyline painting and the

Page 3




USACE was not notified. As
progress payments were made by
the USACE to Rhoades and
Schluneger, payments were
made to Skyline. Skyline, in
turn, was required to pay the
ARCO entities 29 percent of the
gross as afinder’sfee and for
bogus engineering consulting
services. After keeping a portion
of each payment, the ARCO en-
tities then kicked back funds to
Rhoades and Schluneger. When
Skyline subsequently discontin-
ued work on the project due to
losses from flooding, Rhoades,
Schluneger and Hughes had re-
ceived $236,000. Specia
Agents Charles Huggins, Denver
RA, and Bryan Compton, Tulsa
POD, conducted the investiga-
tion.

Bank Fraud

Harry Carboni, former man-
agement consultant for the now-
defunct Cableco, Incorporated
(Cableco), Rocky Hill, CT, and
North American Cable Corpora-
tion (North American), awholly-
owned subsidiary of Cableco,
was convicted of bank fraud.
Carboni created false invoices
and submitted fraudulent bor-
rowing base certificatesto a
Connecticut bank to obtain funds
under the terms of its line of
credit. In June 1993, Cableco
received aterm loan and line of

credit to support its manufactur-
ing and distribution of electrical
wire and cable productsto its
customers, the largest being the
Defense Industrial Supply Center
(DISC), Philadelphia, PA. Ca
bleco subsequently defaulted on
itsloan and its contracts with
DISC. Cableco'sformer contract
administrator was sentenced pre-
vioudly for conspiring to supply
DISC with defective, dangerous,
inadequately tested and noncon-
forming shipboard cable. Spe-
cial Agent Scott Jackson, Hart-
ford RA, conducted the investi-
gation with the FBI.

Sentences
On-the-Job Injury
Eddie Brown, aformer DFAS
employee, Oakland, CA, was
sentenced to 5 years probation
(with credit given for 3 days al-
ready served in the county jail), a
$200 fine and $4,262.38 restitu-
tion. Brown previousy pled no
contest to submitting afalsein-
jury compensation claim to State
Farm insurance. The claim was
for injuries he reportedly re-
celved while operating a
Government-owned vehiclein

performance of hisduties. The
false claim (for approximately
$30,000) included false DFAS
time and attendance leave re-
quests and altered physician
records claiming permanent in-
juries and loss of physical move-
ment. Special Agent Andrea
McTair, San Francisco RA, con-
ducted the investigation.
Fuel Additive
Amalgamated Coal and
Petroleum Specialists, Incorpo-
rated (Amalgamated), Fort
Wayne, IN, was sentenced to 3
years probation, ordered to pay a
$5,000 fine and a $400 specia
assessment fee for making a
false claim against the Govern-
ment. The same date, Gary G.
Pipenger, president of Amalga-
mated, was sentenced to 2 years
probation, ordered to pay a $500
fine and to perform 50 hours of
community service for violating
the Federal Insecticide, Fungi-
cide and Rodenticide Act.
Amalgamated defrauded the
Government by supplying an un-
approved, substitute diesel fuel
biocide (afuel additive) on sev-
eral DoD contracts. Specia
Agent Christopher Albers, Indi-
anapolis POD, conducted the in-
vestigation with the Environ-
mental Protection Agency.
Buy American Act
Arthur Field, president, Abra-
sive Engineering Tool and
Equipment Company, aso
known as Abesco Industries, In-
corporated (Abesco), Gardena,
CA, and Abesco were sentenced
for making false material state-
ments within the jurisdiction of a
department or agency of the
United States. Field was sen-

Page 4




tenced to 5 months incarceration,
5 months home detention, 2
years probation, $6,385.77 resti-
tution and a $100 special assess-
ment. Abesco was sentenced to
5 years probation, a $10,000
fine, $6,385.77 restitution and a
$400 specia assessment. From
about 1988 through 1992, Field
and Abesco defrauded the Navy,
Air Force and Defense Supply
Center Richmond by providing
foreign-made cutting toolsin
lieu of American-made cutting
tools that were required by the
Government contracts. The de-
fendants al so failed to conduct
quality assurance inspections and
Rockwell hardness testing on the
cutting tools provided. The loss
to the DoD is about $175,000.
Special Agent Eric Braun, West-
ern Field Office, conducted the
investigation with the NCIS.
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Unapproved Circuit Boards
Timothy Wu, owner and presi-
dent of NTU Electronics, Incor-
porated (NTU), Largo, FL, and
NTU were sentenced on one
count each of entry of goods by
means of false statements. Wu
was sentenced to 3 years proba-
tion and a $10,000 fine. The

NTU was sentenced to 3 years
probation and a $20,000 fine.
Wu alowed a company in
China, which was not an ap-
proved Underwriters Laborato-
ries (UL) facility, to manufacture
thousands of bare circuit boards,
place NTU’s UL code on the
boards and then ship the boards
to NTU and Summit Circuits,
Incorporated, in Largo, FL. Wu
also owned Summit Circuits.
The circuit boards were shipped
to unsuspecting customers, to
include the DoD and commercial
contractors. Wu has paid the
USCS $24,986.40 to resolve
civil liabilities. In addition,
6,222 improperly marked circuit
boards are to be destroyed under
USCS supervision. Suspension/
debarment action against Wu
and his companiesis pending.
Special Agent Charles Piper, Or-
lando RA, conducted the investi-
gation with the USCS and the
AFOSI.
Embezzlement

Sylvia Cramer, former ac-
counts payable manager for Mis-
sion Research Corporation
(MRC), Santa Barbara, CA, was
convicted of grand theft of funds
and sentenced to 120 daysin jail,
a$20,000 fine, 3 years probation
and required to pay restitution to
MRC. The MRC designs fiber
optic and infra-red test devices
for the Defense Special Weapons
Agency and the Defense Ad-
vanced Research Projects
Agency. Aninvestigation deter-
mined Cramer embezzled
$105,000 from the MRC ac-
counts payable fund, thereby af-
fecting the overhead rates on
MRC’s DoD contracts. Special

Agent Ronald Mayeda, El Se-
gundo RA, conducted the inves-
tigation with the Police Depart-
ment for Santa Barbara, CA.

Civil Settlement
Environmental Crime
A consent decree was finalized
in U.S. District Court, Norfolk,
VA, between the Department of
Justice and the following defen-
dants: United Winner Metals,
Incorporated (UWM), a scrap
metal dealer; Chesapeake West
Terminals, Incorporated, owner
of the UWM site; and two steve-
dore contractors hired by UWM,
Weeks Marine, Incorporated
(Weeks), and M.J. Rudolph, In-
corporated (Rudolph). The de-
fendants were ordered to pay a
$300,000 penalty under the
Clean Water Act, to cleanup
scrap metal from large areas of
the Elizabeth River bottom, to
post a $2.5 million bond as as-
surance the cleanup will be per-
formed, and further provide for
the construction of a bulkhead,
the removal of a dolphin and the
creation, preservation and en-
hancement of wetlands at the
UWM scrap handling facility in
Chesapeake, VA. The UWM
hired Weeks and Rudolph to
load scrap metal on board ves-
sels moored at two UWM sites
on the Elizabeth River. During
the loading operations, scrap
metal routinely fell into the river
in violation of the Clean ater Act
and the Rivers and Harbors Act.
The Elizabeth River ismain-
tained by the USACE. Specia
Agent Christine Schuck, Norfolk
RA, conducted the investigation
with the USACIDC in conjunc-
tion with the USACE.
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To report suspected fraud involving
to Department of Defense or to
comment on this newsletter please
contact the nearest Defense Crimi-
nal Investigative Service office.
The addresses and telephone num-
bers of the offices that are part of
the Central Field Office are listed
below.

CENTRAL Field Office
1222 Spruce Street

Room 8.308E

St. Louis, MO 63103-2811
Voice: (314) 539-2172
Telefax: (314) 539-2967
E-Mail: 409 @dodig.osd.mil

CHICAGO Resident Agency
2350 E. Devon Ave,, Suite 150
P.O. Box 483

Des Plaines, IL 60018-4606
Voice: (847) 827-9480
Telefax: (847) 827-3724
E-Mail: 40ch@dodig.osd.mil

CLEVELAND Resident Agency
7550 Lucerne, Suite 200
Islander Park One Building
Middleburg Heights, OH 44130
Voice: (216) 522-2296/7
Telefax: (216) 522-7196

FTS: 942-2296/7

E-Mail: 40cl @dodig.osd.mil

COLUMBUS Resident Agency
P.O. Box 13163

Whitehall Branch,

Columbus, OH 43213-0163
Physical Location:

Defense Supply Center

3990 E. Broad St., Bldg. 100
Columbus, OH 43213-5000
Voice: (614) 692-3629/3855
Telefax: (614) 231-8905
E-Mail: 40co@dodig.osd.mil

DAY TON Resident Agency
3055 Kettering Blvd.

Suite 205

Dayton, OH 45439

Voice: (937) 534-0100
Telefax: (937) 534-0117
E-Mail:

40dy .rac@dodig.osd. mil

KANSASCITY Resident
Agency

Federal Building, Room 565
500 State Street

Kansas City, KS 66101-2433
Voice: (913) 551-1350
Telefax: (913) 551-1362
E-Mail: 40kc@dodig.osd.mil

INDIANAPOLIS Post of Duty
Attn: Column 117W

8899 East 56th Street
Indianapolis, IN 46249-4500
Voice: (317) 542-4009

Fax: (317) 542-4012

E-Mail: 40in@dodig.osd.mil

MILWAUKEE Post of Duty
301 W. Wisconsin Ave.

Suite M-95

Milwaukee, WI 53203
Voice: (414) 297-1810
Telefax: (414) 297-1817
E-Mail: 40ml@dodig.osd.mil

MINNEAPOLIS Post of Duty
Galtier Plaza, Box 14, Suite 414
175 East Fifth Street

St. Paul, MN 55101-2901
Voice: (612) 222-0212

Telefax: (612) 222-8316
E-Mail: 40mn@dodig.osd.mil

SIOUX FALLS Post of Duty
230 S. Phillips Ave., Suite 404
Sioux Falls, SD 57102

Voice: (605) 330-4211
Telefax: (605) 330-4410
E-Mail: 40sx@dodig.osd.mil

WICHITA Post of Duty
53456 Lawrence Ct. Suite 230
McConnell AFB, KS 67221
Voice: (316) 682-1991
Telefax: (316) 682-1609
E-Mail: 40wc@dodig.osd.mil

You may also call, write or e-mail the
Department of Defense Hotline at

Defense Hotline

The Pentagon

Washington, DC 20301-1900
Voice: (800) 424-9098

Voice: (703) 604-8546
E-Mail: hotline@dodig.osd.mil




